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February 25, 1999

MIA HAND DELIVERY

N
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Richaed B. Smith, Esg. A
Federat Trade Commission o7
Preinsreer Notification Office _
Fogm 333 o

fimg

Gth $ireet aod Peonsylvania Avemus, MW,
Washington, DC 20580

Re: Confirmation that no HSR Filing is Required

Dear Dick:

[ arn writing to confirm that no Hart-Scott-Rodine (*HSR™) filing is required for the
follawing tramgactipnl. The names used below are not the real names of the parties.

Hospital Bystem A (whick is 2 non-stoek, non-profit corporatiuny is going o ardke an
irveslorers in Hospital B (which is also 2 non-stock, non-profit corporation). Elospital System A
will-make & cagh coniribution of §1 miliion i Haspital B and a cash comtribution of £9 million 1o
Foundation B, whigli is a charitable foundation that is whotly controlled by Hospita] B,
Fomdation B:with remain under the complete coatrol of Hospital B.

In exchange for its cash comtribution, Hospitai System A will receive the right to appoint
3 of the I3 Board members of Hospital B. The other 12 seats on the Board of Hospital B will be
selfvperpetuating — that is, the 12 Board members holding these seats will choose their own
sucoessors. Hospital System A will alse meceive the right 1o 2 portion of the fiuture stream of net
meomg-of Hespital B in proportien to the investment made by Hospital System A.
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Most decisions by the Board of Hospital B will require only a simply majority approvel,
However, a {ow types of decisions will require “super-majority” approval. In these cascs,
actions con be approved only if a majarity of the directors eppointed by Hespital System A (that
is, at [east 2 of the 3) approve of the action and a majarity of the other directors (duar is, ar least 7
of the 12) apptove of the action.

The actians that wil! require approval of a super-majorfty of the RBoard of Hospital B are:

+ borrowing $1 million or mere;

+ amending the articles, the by-laws, or the agreement with Hospital System A;
% creating joint ventures with other parties;

+ making [nvestments of over $250,000;

% approving anouat and capital hudpgets and steategic plans;

+ selling or transferripg, substantially all of the assets of Hospital B;

# {aking any act that would contravene the agreement with Hospital System A;

+ reorganizing Hospital B into any other legal form; or

# making a request for additienal contributions to the capital of Hospital B or making
disttibntions from Hospita] B,

Based on our discussian, it is my understanding that this transaction is not reportable
becavse Hospital Systemn A is not gaining control of or acquiring any assets. Rather, it is simply
gaining a minority, non-contredling interest in Haspital B.

After you have had:a cliance to review tis letter, please give me a call and let me know
wihisther youagree with oy eonclusion that no filing is required.

Sincerely,
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